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Abstract:  
This paper aims to investigate a new determinant of the demand for children: upward mobility. 
Upward mobility can affect the demand for children in two opposite directions: upward mobility 
means more resources to spend on childbearing and increases the demand for children; it also lowers 
the need to rely on children for old-age support and this leads to lower demand for children. In this 
paper, we use the difference between the subject’s self-evaluations of the future and current social 
class as the measure of upward mobility, and fertility desire to represent the demand for children.  
Using the Chinese General Social Survey (CGSS) data, we find that upward mobility significantly 
increases the demand for children, and the results are robust across various model specifications 
(pooled data regression, Poisson regression, and IV regression). The effect is concentrated among 
affluent and/or urban households, suggesting that those from more advantaged social-economic 
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backgrounds appear to have a higher elasticity of fertility in response to upward mobility. Our results 
imply that improving upward mobility and public services such as education, health care, and social 
security would be effective to boost fertility in China.  
Keywords: Upward Mobility, Fertility, China. 
JEL Classification Numbers (JEL Codes): J13, J16  
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1. Introduction  
Over the last six decades, the world has seen a noticeable birth rate decline in most developed and 
many developing countries. According to the UN population division, the total fertility rate in terms 
of children per woman in the world has decreased from 4.9 in 1960 to 2.56 in 2010 (United Nations, 
2013). Low fertility rates generally lead to an aging population which poses challenges for social 
welfare programs such as social security (Lee & Mason, 2009) and economic growth (Bloom, 
Canning, & Fink, 2010).  
Thus, understanding fertility decisions has received extensive attention in the literature. Previous 
studies mainly investigate the effects of socioeconomic characteristics or public policies on fertility 
decisions such as maternal leave policy (Lalive & Zweimuller, 2014) and cash transfer programs 
(Baughman & Dickert-Conlin, 2009). In this study, we propose a new factor in fertility decisions: 
upward mobility. Fertility decisions have a substantial implication on ones’ time and expenditure 
allocation over an extended period of time, and intuitively would be constrained by life-cycle budget 
constraints. Upward mobility implies the changes in the expected future resources and thus may have 
an important effect on fertility decisions.  
The mechanisms of how upward mobility affecting fertility decisions could be demonstrated from two 
aspects of fertility motives. On the one hand, children have the role of durable consumption goods 
(Becker, 1960). Upward mobility implies a higher expected resource level and thus would lead to an 
increase in the demand for children. On the other hand, children often serve as a “safety net” in 
parents’ old age, as children have the responsibility to support their parents (Choukhmane, 
Coeurdacier, & Jin, 2017). This convention effectively gives children the role of “investment assets” 
and spending on children would be considered as savings for the future. Upward mobility would thus 
lower the importance of children as an investment and reduce the demand for children. The combined 
two motivations for childbearing imply that the effect of upward mobility on fertility decisions 
remains ambiguous and is thus an empirical question.  
This paper attempts to examine how upward mobility affects the demand for children in the context of 
China. China’s demography has been evolving markedly over the last decades, and possibly more 
radically than any other country in the world. Total fertility shrank sharply from 6.1 in the mid-1960s 
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to just above 1.6 in 2012. To date, the cohort aged 65 and above represents nearly 10% of the total 
population in China and its share is projected to increase to 18.2% by 2030 (UNDP China 2013, State 
Information Center 2016). The rapid changes have caused deep concerns about China’s labour force 
and population aging (Asian Development Bank, 2014). China is thus a prominent case for studying 
the underlying mechanisms of ex ante motivations for childbearing that would have profound 
implications for China’s population policy. Moreover, the evidence for the investment motivation in 
childbearing is concentrated in China (Qiao & Wang, 2019), and thus the interaction between two 
motives behind the demand for children is potentially stronger and more interesting to study.   
In this paper, we use data from the Chinese General Social Survey (CGSS) to explore how upward 
mobility affects the demand for children. We adopt the concept of the Prospect of Upward Mobility 
(POUM) as the measure of upward mobility. The concept of the POUM is proposed by Benabou and 
Ok (2001) in a study of the redistribution preference.  Following Cojocaru (2014), we define the 
POUM based on perceived social class: the individual is asked to assess her/his own position in a 
social ladder on a scale of 1 to 10 (10 being the highest) for both the current period and the future (in 
10 years); the difference between two evaluations is defined as the POUM.  The most important 
advantage of using POUM instead of actual mobility is that the POUM as a subjective interpretation 
of the actual mobility is the information people rely on when making the fertility decision. The 
subjective impression can often be very different from the objective reality  (Alesina, Di Tella, & 
MacCulloch, 2004).  
We use fertility desire instead of the actual number of children to measure the demand for children. 
One reason is that fertility desire could be closer to the complete fertility for younger cohorts. More 
importantly, the presence of China’s family planning policy may distort the actual number of children 
away from optimal fertility decisions. Fertility desire questions assume no family planning constraint 
and could be closer to the optimal numbers of children. We find that upward mobility does encourage 
the demand for children: POUM has produced significant and positive effects on the number of 
desired children in all the model specifications with different covariates.  This is consistent with a 
dominating positive income effect of upward mobility on the fertility, in contrast with a common 
concern that China might have entered the phase where higher income leads to lower fertility in trade 
for the higher quality of children.  Specifically, the impact of upward mobility on fertility desire is 
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concentrated among the groups with higher household income level or urban residence, suggesting 
that those from more advantaged social-economic backgrounds are more elastic in response to 
changes in future social status.  
Our results have important policy implications for China’s demographic policy, as the government is 
stepping up measures to boost fertility given the high pressure on shrinking labour and social security. 
Specifically, policies promoting upward mobility through lowering income inequality, promoting 
better and fairer primary education, improving public services through reducing the private cost of 
education and childcare, and improving social security and public support for old-age, can be 
effective in boosting fertility.  
This study contributes to the literature at least in three ways. Firstly, we provide some of the first 
evidence on the relationship between upward mobility and fertility. Given that fertility decisions have 
substantial implications for the longer-term time and income allocation and possible return in the 
future, it is important to understand the interaction between upward mobility and childbearing 
decisions. Our research fills in this knowledge gap and sheds light on the importance of considering 
life-cycle constraints in analyzing fertility behavior. 
Second, our paper has enriched the literature of the POUM, which focuses more on its effect on 
redistribution preference (Cojocaru 2014, Benabou & Ok 2001). We have shown that the POUM also 
affects another important life decision: the fertility decision. This finding extends the application of 
POUM as a measure for expectations about the future.  
The third contribution is that this paper provides evidence on the presence and trade-off between 
consumption (altruism) motive of childbearing and investment motive behind the demand for children 
in the context of an emerging economy and an aging society. The patterns for childbearing behaviors 
have long been a puzzle; even now, China is still suffering from a skewed sex ratio at birth (Li, Yi, & 
Zhang 2011, Qian 2008). Understanding the motivation behind childbearing is thus very important for 
making effective policies to improve birth-related social welfare. By comparing different income 
groups from both rural and urban residential locations, we add to the understanding of the relative 
perspective of altruism motive and investment motive pertaining to fertility decision in contemporary 
China.    
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The paper is organized as follows. The next section reviews the relevant literature and develops a 
theoretical framework of deciphering an individual or a couple's fertility decision. Section 3 presents 
the dataset and empirical strategy. Section 4 discusses the modeling results. Section 5 concludes and 
derives some of the policy implications. 
2. Literature Review and Theoretical Framework 
To form the relationship between upward mobility and fertility decision, we consider two competing 
motivations behind the demand for children: as a durable good in consumption that is utility 
enhancing and as an investment/safety net for old-age in the future.  
Becker and Lewis (1973) first proposed the theoretical framework for analyzing the demand for 
children as consumption durable with a focus on the trade-off between children’s quality and quantity. 
Subsequent studies have examined the relationship between income and fertility empirically. Some 
evidence from the western countries during the Post World War II period is consistent with higher 
income leading to lower fertility, see for example (Aries 1980, Aarssen 2005). The relationship 
between income and fertility reflects both the income and substitution effect. To isolate the income 
effect, researchers found that an increase in family wealth or husband wages generally has a positive 
effect on the demand for children (Schultz, 1985). In other words, children are a normal good.
1
  
To link upward mobility to fertility decisions, we propose that upward mobility can be regarded as an 
expected increase in future resources. As a result, a positive expectation would move the budget line 
outward. In this sense, the parent can afford to spend more on children and the consumption 
motivation of childbearing implies that there would be an increase in the demand for children. It could 
be reflected in both increasing the quantity as well as the quality.  In our study, we focus on the 
response in the number of children
2
. 
Another important motivation for childbearing is to have children provide financial support and to 
help with the care for parents in old age. The traditional culture in China and many other East Asian 
                                                          
1
 Considering the quality-quantity trade-off, higher income may also shift preference to the quality of children over quantity, further 
reducing fertility.  
2
 The quality of children often demonstrates more substantial income effects: higher income leads to healthier, more educated children, both 
in developing countries (Schultz, 2005) and developed countries (Chevalier, Harmon, O’ Sullivan, & Walker, 2013). In fact, the quality of 
children being a normal good is one main reason behind intergenerational correlation of socioeconomic status. 
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countries place a strong emphasis on children’s responsibility of supporting parents in old age. In fact, 
the Marriage Act in China clearly specifies that parents who are unable to work or are experiencing 
economic hardship have the right to demand economic transfers from their children. In addition, the 
investment role of children may not be limited to only developing countries; even in developed 
countries it is common for children to be caregivers for parents in their old-age ( Rendall & 
Bahchieva, 1998; Doty 2010), and some studies have shown that the establishment of social security 
reduced the demand for childbearing (Hohm 1975; Ehrlich & Kim, 2007; Boldrin et al., 2015). There 
is also evidence that the presence of the family planning policies led to an increase in household 
savings as a substitute for lowered expected transfers from children (Choukhmane et al., 2017). In this 
sense, children can be regarded as a form of parents’ savings for the future.  
Upward mobility reduces the need for financial and other support in old age. An improvement in 
future expectation would reduce saving motivations, both in the form of actual savings and the need 
for children’s support in the future. In this way, an improvement in expectation would lead to a 
decrease in the demand for children.  
Thus, the compound effect of upward mobility on the demand for children is an empirical question. If 
the consumption motivation dominates, upward mobility would lead to an increase in the demand of 
children. If the investment motivation dominates, upward mobility reduces the demand for children. 
The effects of two motivations on fertility are likely to have different magnitude depending on the 
cultural tradition interacting with the gender of the children, the household income level, the 
rural/urban residence, and so on. Thus, there would be heterogeneous responses of the demand for 
children to upward mobility. 
With respect to the heterogeneity by children’s gender, the existence of son preference (Jensen & 
Oster 2009) implies that the demand for sons might change in a different pattern than girls. Because 
the traditional role of providing for parents' old age falls on sons, the investment motivation is more 
likely to be larger in the demand for sons. In addition, the tradition of patrilocal marriage arrangement 
in the rural areas also contributes to the relying on sons for old-age support (Loh & Remick, 2015). If 
there is no substantial difference in consumption motivation between daughters and sons, the presence 
of higher investment motivation would lead to the demand for sons increases less or even decreases 
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with upward mobility. There has been evidence using India data showing that if the economic 
condition improves, the degree of gender selection was reduced as the probability of girls surviving 
into adulthood improved more than the probability of boys (Rose, 1999).  
However, the traditional son preference could also mean that the consumption value of sons is also 
larger, and if this were the case, the relative effect for sons and daughters would be ambiguous. 
Almond, Li, and Zhang (2017) suggested that the worsening birth gender ratio in China starting in 
1980 might partly due to sons having higher income elasticity: the land reform increased the family 
wealth and resulted in a higher demand for sons. This is not only found in developing countries; it 
appears that even in developed countries such as the United States, there also exists a preference for 
sons (Dahl & Moretti, 2008). 
The heterogeneity may also be present across households’ current income levels. In particular, the 
more affluent families would be less likely to rely on children for future support to start with, so their 
fertility response to upward mobility might be dominated by consumption motivation. Their demand 
for children would increase more with upward mobility. 
A related heterogeneity is the possible urban-rural difference. Like in the case of sons, the investment 
motivation for childbearing would be stronger among rural areas both because of the more traditional 
culture preserved in rural areas and the less generous pension system. If the consumption value of 
children displays little rural-urban difference, upward mobility would lead to a smaller increase in the 
demand for children, similar to the demand for sons. To summarize, assuming a constant magnitude 
of consumption motivation, larger the investment motivation will lead to a smaller increase (or even 
decrease) in the demand for children with upward mobility.  
3. Data and empirical strategy  
3.1 Data  
The data we use for our analyses comes from the Chinese General Social Survey (CGSS), which is 
designed to systematically monitor the changing relationship between social structure and quality of 
life in both urban and rural China. Initiated in 2003, the CGSS is one of the earliest national 
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representative cross-sectional survey projects in China. Since 2010, the survey has been conducted 
annually by the National Survey Research Center (NSRC) at Renmin University of China. The 
respondents are required to be age 18 and above. Our main analyses use 2010, 2012, 2013 and 2015 
CGSS data, the most recent year for public access, and the original sample size is 45,954. 
The CGSS is particularly useful for our study because it includes rich information on fertility desires, 
subject social classes, as well as demographic and socioeconomic information. In this paper, fertility 
desires and the prospect of upward mobility (POUM) are our main variables of interest. We limit our 
sample to the age below 50 years old to better measure fertility desires, since these people can 
biologically transform fertility desire into actual fertility behavior. We exclude observations with the 
desired number of children further from 5 standard deviations from the mean and those observations 
with missing values on POUM. Our final sample size is 23,781 observations. 
3.2 Key Indicators 
Fertility desire 
We use fertility desire to measure the demand for children. Fertility desires are based on questions 
asking the total number of children desired if not limited by any family planning policy, and the 
number of sons and daughters desired respectively. If the respondent has no gender preference, we 
assign the desired number of sons and daughters as half of the total number of children desired. There 
are two reasons to study fertility desire as the outcome. Firstly, the fertility desire strongly affects 
actual fertility. There is ample evidence that fertility desires predict fertility behavior (De Silva, 1991; 
Freedman, Hermalin, & Chang, 1975). Hayford and Agadjanian (2012) provided a good literature 
review on the predictive validity in developed countries as well as in developing countries at various 
intermediate stages of the demographic transition. Figure 1 shows the actual number of children and 
the fertility desire for those over 50-year-old in our survey sample. For individuals over 50-year-old, 
the number of born children is typically considered as completed fertility. The figure shows a strong 
positive relationship between two variables, regardless of the strong birth control policy China had in 
the past decades. This indicates that it is reasonable to use fertility desires as the proxy variable for the 
actual fertility.  
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Note: Actual_birth= .827+.676 Desired_birth, R-square= 0.277; Plotted using the CGSS 
 
Figure 1: Actual Children Numbers over Desired Children Numbers for Age above 50 
 
Secondly, there is an important gain in understanding fertility desire itself. The literature generally 
considered observed or realized fertility as a research subject. However, the framework of Miller, 
Severy, and Pasta (2004) suggested a sequence of the decision making process from a couple’s initial 
fertility desires to actual childbearing in reality. In other words, whether the desire for having a child 
will be eventually transformed into an act of childbearing depends on a variety of endogenous and 
exogenous factors. The extent of desire-to-behavior realization remains largely unknown. 
Understanding the forming of fertility desire would be an important piece of the full picture of 
observed fertility. In addition, fertility desires would be closer to people’ optimal number of children 
without family planning policy than observed fertility. Fertility desires would be particularly 
informative when thinking about adjusting family planning policy itself as is the case in China right 
now.  
Prospect of upward mobility (POUM)  
We use POUM to measure upward mobility. The POUM variable is constructed using two questions 
in the survey: the respondent was first asked to assess his/her current social class on a ladder from 0 to 
10 where 10 represent the highest class and then to assess the social class in the future 10 years on the 
same ladder. We define the POUM as the subjective social class in the future 10 years minus the 
current subjective social class, which is consistent with the existing literature (Cojocaru, 2014).  
There are several advantages of using POUM as the measure of upward mobility. First, compared to 
using actual upward mobility, a subjective POUM is a more accurate representation of people’s 
information set at the point of decisions. When people make decisions that have a longer-period 
implication, they do not have any other measure but their subjective impression to rely on; Second, 
the subjective impression can often be very different from the objective reality. The POUM literature 
points out that while the probability of upward mobility may not be higher in the US compared to 
some other European countries, the perceived mobility is much higher in the U.S. and thus can 
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explain the lack of inequality aversion  (Alesina et al., 2004). It would be the subjective perception 
that matters more for people’s decisions that have longer-period implications; third, using POUM 
over direct evaluation of the future is that taking the difference can reduce systematic measurement 
errors in self-assessment. It is possible that people may systematically underestimate their position on 
a social ladder. In fact, the average self-accessed social class is well below 5 in our sample. However, 
as long as the underestimation is systematic for the current situation and for the future in 10 years, the 
POUM would more accurately reflect the expected changes in the future
3
. 
3.3 Empirical strategy 
To investigate the relationship between POUM and fertility desire, we establish the empirical model 
as follows: 
𝑌𝑖𝑗 = 𝛽0 + 𝛽1𝑃𝑂𝑈𝑀𝑖𝑗 + 𝑰𝑵𝑫𝑖𝑗𝛾 + 𝑯𝑯𝑖𝑗𝜃 + 𝑨𝑻𝑻𝑖𝑗𝜋 + 𝑃𝑅𝑂𝑉𝑗 + 𝜀𝑖       (1) 
where 𝑌𝑖 is individual i’s fertility desire, 𝑃𝑂𝑈𝑀 is the prospect of upward mobility, We group our 
control variables into three types: 𝑰𝑵𝑫 is a vector of individual characteristics including age, gender, 
education, ethnicity, marital status, hukou status and residency, communist party membership, self-
reported physical and mental health status, and health insurance and pension insurance status; 𝑯𝑯 is a 
vector of household characteristics including household income, education of respondents’ parents, 
and the number of sons and daughters. Especially, it is potentially important to control for the effect 
of current economic conditions in the model. A higher income would have a direct effect on the 
demand for children and may also affect the POUM
4
.  
𝑨𝑻𝑻 is a vector of subjective attitudes including subjective attitudes toward whether or not female 
workers should be dismissed first during a recession, and the role of government, children and oneself 
                                                          
3
 Let St= St
*+ut, where St represents agent’s subjective social class in period t, St
*
 is this agent’s objective social class, and ut 
is agent’s misperception on own objective social class. Analogously, we can define subjective social class in period t+1 as 
St+1= St+1
*+ut+1. By definition, POUM=(St+1
*- St
*)+(ut+1- ut). If the agent systematically misperceives his/her objective social 
class, in other words, this agent misperceives the current as well as the future objective social class in the same direction and 
magnitude, mathematically, ut+1- ut=0, then POUM illustrates to this agent’s change in objective social class. 
 
4
 We also examine the relationship between the POUM and income by regressing POUM on income. The results suggest that 
income does not significantly affect POUM both in a linear or quadratic fashion. This suggests that income is unlikely to be 
driving the relationship between the POUM and the demand for children. 
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in providing for the elderly respectively. 𝑃𝑅𝑂𝑉  is province fixed effect, which captures cross 
provinces differences in socioeconomic conditions, and 𝜀  is an idiosyncratic error. For our basic 
analyses, we employ a multivariate regression model to examine how POUM affects fertility desire. 
Since CGSS samples respondents within counties, we report standard errors clustered at the county 
level.  
3.4 Summary Statistics 
Table 1 summarizes the main variables used in the study. It is shown that the average subjective social 
class is 4.284 and the average POUM is 1.392, implying the average respondent expects an increase in 
social classes. Consistent with the literature (Hou, Huang, & Xin, 2014), the average number of 
children desired is 1.815, with 0.922 sons and 0.893 daughters. This is lower than the replacement 
fertility rate of 2.1 children per women. The average age in our sample is around 36 years old, and the 
average years of education are 10 years. 52.4 percent of respondents are female; 79.4 percent are 
married, and 55.4 percent have rural hukou. In addition, the average household income is 63,119.01 
yuan, and both respondents’ fathers and mothers have a low education level (primary school).  
Furthermore, around 10 percent of respondents stated that female workers should be dismissed first 
during a recession. Regarding which channel to provide for the aged, the majority of respondents 
(57.7 percent) expressed that they mainly depend on their children. 
 
 
 
  (1) (2) (3) (4) (5) 
VARIABLES Obs. Mean Std. Dev. Min Max 
 
Panel A: Desired Children Numbers without Family Planning 
Policy 
All (Son & Daughter) 23,781 1.815  0.657  0  5 
Son 23,781 0.922  0.426  0 5 
Daughter 23,781 0.893  0.436  0 4 
 Panel B: Individual Characteristics 
POUM 23,273 1.392  1.441  -7 9 
Subjective Social Class 23,701 4.284  1.646  1 10 
Age 23,781 36.034  8.786  17 49 
Female 23,781 0.524  0.499  0 1 
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Yrs. of Schooling 23,766 10.362  4.015  0 19 
Minority 23,752 0.093  0.290  0 1 
Married 23,768 0.794  0.404  0 1 
Rural Hukou 23,779 0.554  0.497  0 1 
Communist 23,698 0.089  0.284  0 1 
Health (1:Very Poor; 
5:Excellent) 
     
23,766 3.971  0.961  1 5 
Depression. in the last 4 
Weeks (1:Always; 
5:Never) 
     
23,729 3.965  0.943  1 5 
Own Health Insurance 23,629 0.870  0.337  0 1 
Own Pension insurance 23,112 0.543  0.498  0 1 
Reside in Rural 23,781 0.358  0.479  0 1 
 Panel C: Household Characteristics 
log(HH. income) 21,093 10.706  1.175  -1.952  16.322  
Father’s Yrs. of 
Schooling 23,095 6.637  4.398  0 19 
Mother’s Yrs. of 
Schooling 23,261 4.776  4.475  0 19 
# of Born Sons 23,739 0.636  0.648  0 8 
# of Born Daughters 23,728 0.545  0.682  0 7 
 Panel D: Subjective Attitude 
Provide for the Aged      
    by Government 23,708 0.063  0.243  0 1 
    by Children 23,708 0.577  0.494  0 1 
    by Oneself 23,708 0.026  0.160  0 1 
    by All Above Equally 23,708 0.334  0.472  0 1 
Fire Women in Recession 23,616 0.098  0.297  0 1 
Notes: Calculated using the CGSS 2010-2015.4. 
 
Table 1: Summary Statistics 
 
 
4. Results 
4.1 Basic results 
Table 2 reports the basic results for the impacts of POUM on the number of children desired. Without 
controlling for any covariates, as shown in column (1), we do not find any statistically significant 
relationship between the POUM and fertility desire. After controlling for individual characteristics 
listed in Table 1 (column (2)), and we find that POUM has a significant and positive impact on 
fertility desire. We then further control for household characteristics as well as subjective attitudes 
listed in Table 1. As shown in column (3) and column (4), the coefficients of the POUM remain 
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stable. The R-square increases substantially from the specifications in column (2) to column (4). The 
combination of a stable coefficient and an increasing R-square implies that the unobserved variables 
are less likely to be seriously confounding (Oster, 2017). 
The positive effect of the POUM on fertility desire is consistent with the research hypothesis that 
respondents who have a higher evaluation of the POUM would like to have more children. As the 
future social status increases, one’s consumption of all goods including children increases through the 
income effect. This motivation dominates the investment motivation of having children to support old 
age.  
 
 (1) (2) (3) (4) 
VARIABLES All All All All 
     
POUM 0.004 0.024*** 0.022*** 0.021*** 
 (0.003) (0.003) (0.003) (0.003) 
     
Observations 23,273 22,425 19,295 19,160 
R-squared 0.142 0.172 0.222 0.223 
Individual Controls No Yes Yes Yes 
Household Controls No No Yes Yes 
Subjective Attitude No No No Yes 
County-Year Effect Yes Yes Yes Yes 
Note: Standard errors reported in parentheses are adjusted for clustering at the county-year 
level. *** p<0.01, ** p<0.05, * p<0.1. 
 
Table 2: Impact of POUM on Desired Children Numbers 
 
 
 4.2 Robustness  
Alternative models and samples 
We further test the robustness of basic results by using different samples and by employing different 
estimation methods. We first do a similar OLS regression by using the pooled data from 2010 to 2015. 
As shown in column (1) of Table 3, the estimated coefficient of POUM is almost same as the basic 
results both in magnitude and significance. In addition, to account for the fact that the numbers of 
children desired are count data, we also employ a Poisson model to estimate equation (1). The average 
marginal effects of Poisson regression results are presented in column (2) of Table 3. Similar to the 
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basic results, the positive and significant effects of POUM on fertility desire are confirmed again.  
Alternative Explanation: Economics Conditions 
One concern is that economic conditions may affect the POUM and fertility at the same time and 
explain the relationship we observe. Regressions in column (3) and column (4) in Table 2 control for 
household income and the relationship between income and the demand of children is significant (not 
reported in Table 2). However, the effect of the POUM remains significant in regressions controlling 
for income (column (3)-(4) of Table 2) and the magnitude is very similar to the effect size when 
income is not included (column (2) of Table 2). This suggests that income is not a strong mediator 
that explains the link between the POUM and fertility. 
We then test if the result is robust to the inclusion of occupation. Gong, Leigh, & Meng (2012) 
suggest that occupation plays a role in the intergenerational income mobility in China because 
parents’ social network can provide an important role in children’s labour market outcomes. As for 
intra-generational income mobility measured by the POUM, if a certain occupation has a higher age-
earning curve, it might result in a higher POUM. The more-advantaged occupation may also result in 
higher demand for children. 
We first try to examine the relationship between occupation and the POUM. The CGSS reports the 
type of firms/organizations among all employed respondents and we classify the occupation into three 
groups: the public sector, the private sector, and the self-employed. We compare the mean POUM 
among three groups using the Bonferroni adjusted p-value. Although the public sector in China is 
believed to have the highest social status and it is also reflected in the data (mean class is 4.780 for the 
public sector, and 4.458 for the private sector, 4.292 for the self-employed), the self-employed group 
and the industry group have significantly higher POUM than the public sector. Therefore, it is 
unlikely that the link between POUM and the demand for children is driven by people with a more 
advantaged occupation having higher POUM as well as higher demand for children. We also try to 
include occupation dummy variables into our regression. The results are reported in Column (3) in 
Table 3. The effect of the POUM remains stable after we control for occupation. 
Instrumental Variable Estimation 
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We finally test the robustness of estimated results by considering the possible endogeneity issue, 
although we do not believe that endogeneity of the POUM is a big concern. There are two possible 
sources of endogeneity that may affect the causality of POUM on the demand for children. First, there 
could be reverse causality that the demand for children affects the POUM. It is possible that higher 
demand for children may lift the POUM if parents believe that children will contribute to their future 
social standing. Alternatively, parents may expect more children to use more resource and leaving 
them with lower savings and thus a lower POUM. The reverse causality, if it exists, has an ambiguous 
implication on our estimation.  Second, there might be confounding variables that change the POUM 
and the demand for children at the same time. For example, respondents who are more optimistic may 
have both a higher evaluation of future subjective social status and a higher demand for children. 
However, although we cannot rule out the existence of confounding variables, we fail to find strong 
support of this confounding variable in theoretical analyses or other empirical studies. We also have 
difficulty coming up with other confounding variables. Thus, we expect that endogeneity is unlikely 
to be a serious threat to our estimation.  
To further test the robustness of our estimated results, we conduct instrumental variable analyses 
using the mean of the POUM at the county level as an instrument for respondent’s POUM. The 
eligibility of the instrument variable is justified as follows. On one hand, an individual’s fertility 
decision is more likely influenced by the individual and household characteristics. It is unlikely that 
the average POUM at the county level would have any direct impact on the individual’s demand for 
children. Thus, the mean POUM satisfies with the exclusion condition. On the other hand, an 
individual’s subjective perception is more likely to be affected by those around them. The descriptive 
results show that the correlation coefficient between individual POUM and the mean POUM is 0.940, 
and the estimated results of the first stage (column (5)) further confirm that the mean POUM has a 
significant and positive impact on POUM. As shown in the column (5), the F statistic of excluded 
instruments test is 338.3, which is much larger than 16.38, a critical value proposed by Stock and 
Yogo (2005). Therefore, the mean POUM at the county level is a valid and strong instrument variable 
for POUM.   
The estimated results of second stage IV regression are reported in column (4) of Table 3.  Although 
the significance has been reduced compared to the basic results, we still find significant evidence to 
Jo
ur
na
l P
re
-p
ro
of
Journal Pre-proof
17 
 
support the positive effects of the POUM on the number of children desired.  Therefore, consistent 
with the OLS regression results, the significant effect of POUM on the fertility desire is robust to 
various model specifications.  
  
 (1)  (2) (3) (4) (5) 
 
VARIABLES 
Full Sample 
(2010-2015) 
 Poisson Controlling 
for 
Occupation 
IV 
(Second) 
IV 
(First) 
       
POUM 0.023***  0.021*** 0.020*** 0.035*  
 (0.004)  (0.003) (0.005) (0.019)  
Mean of POUM      0.941*** 
      (0.030) 
       
Deviance of GOF   3883.447    
Pearson of GOF   3541.213    
Weak IV     850.5  
DWH (P-value)     0.354  
Observations 35,277  19,160 11,172 19,160 19,160 
R-squared 0.173   0.220 0.222 0.213 
Individual Controls Yes  Yes Yes Yes Yes 
Household Controls Yes  Yes Yes Yes Yes 
Subjective Attitude Yes  Yes Yes Yes Yes 
County-Year Yes  Yes Yes Yes Yes 
Note: Standard errors reported in parentheses are adjusted for clustering at the county-year level. Poisson 
regression reports average marginal effect. *** p<0.01, ** p<0.05, * p<0.1. 
 
Table 3: Robustness Check of the Impact of the POUM on Desired Children Numbers 
 4.3 Heterogeneity 
 As discussed in our theoretical framework, the impacts of POUM on the desired number of children 
could be differentiated in terms of the gender of children, current household income levels, and urban-
rural difference, etc. In this section, we mainly investigate the possible heterogeneous effects of 
POUM on fertility desire.  
By Gender of Children 
The positive net impact of POUM on fertility desire implies either that there is no “investment 
motive” or that the positive effect of “consumption motive” dominates the negative effect of 
“investment motive”. In this subsection, we test whether “investment motive” exists or not. 
Theoretically, parents have an investment motive because they need children to provide supports or 
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feedbacks in the old age since the social security system is imperfect. In China, the tradition of 
supporting parents in their old age falls more on the sons.  Therefore, parents would have greater 
fertility desire for sons than daughters in the presence of “investment motive”.  
In recent years, China has implemented bans on gender selection of fetus. However, we believe that 
there is still heterogeneity by gender to be expected due to two reasons. The first reason is that we use 
fertility desire instead of the actual number of children in the analyses. Parents can reveal their gender 
preference more freely in a hypothetical situation. One paper also points out that although the 
preference for sons and daughters are both declining in recent years and higher proportion of couples 
express no gender preference in fertility desire, the preference for daughters declines faster than the 
preference for sons, resulting in an increasing gender preference imbalance (Hou, Gu, & Zhang, 2017).  
Secondly, despite the implementation of bans on sex selection, the sex ratio at birth (SRB) in China 
remained much higher than the natural SRB. According to data published by the National Bureau of 
Statistics, the SRB continued to increase from 111.7 in 1990 to 121.2 in 2004 and started declining 
from 2008 to 112.6 in 2015.  In contrast, the natural sex ratio at birth is around 105 according to the 
World Health Organization
5
. This suggests that the stealthy practice of sex selection is still common 
in China despite the official ban. Moreover, rural areas have more skewed sex ratio: the ratio is 114.8 
in rural areas and 112.5 in urban areas in 2015. The discrepancy is also consistent with the stronger 
gender preference in rural areas. 
We do the separate regression for desired sons and daughters to investigate the correlation between 
gender-specific fertility desires and POUM. The results are reported in Table 4.  As can be seen, we 
do not find a significant difference of the response by gender: As shown in column (1) and column 
(2), as POUM increase 1 unit, the number of sons desired will significantly increase 0.010, while the 
number of daughters desired will significantly increase 0.011. The joint test shows that there is no 
significant difference between the two effects (p-value=0.851). It means that the POUM significantly 
increases both the number of desired sons and daughters similarly. The results are robust when we 
conduct some alternative regressions, such as using pooled cross-sectional dataset, Poisson 
regressions, and instrumental variable regressions. This result further supports the dominated role of 
                                                          
5
 http://www.searo.who.int/entity/health_situation_trends/data/chi/sex-ratio/en/ 
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consumption motive to have children for our sampled respondents.  
 
   (3) 
 
VARIABLES 
(1) 
Son 
(2) 
Daughter 
Diff. b/t (1) and 
(2) 
    
POUM 0.010*** 0.011*** -0.001 
 (0.002) (0.002)  [0.851] 
    
Observations 19,160 19,160  
R-squared 0.204 0.170  
Individual Controls Yes Yes  
Household Controls Yes Yes  
Subjective Attitude Yes Yes  
County-Year Effect Yes Yes  
Note: Standard errors reported in parentheses are adjusted for clustering at the county-year 
level. P-value in square brackets. We test for the equality of the coefficients equality using 
Bootstrapped samples and a permutation test, and the p-value is reported in square 
brackets. *** p<0.01, ** p<0.05, * p<0.1. 
 
Table 4: Impacts of POUM on Desired Son and Daughter Numbers 
 By household’s income level  
We also examine the heterogeneity of the response by the household’s income level
6
. Higher income 
increases saving and pension for retirement, reducing the need for parents to rely on their children. 
Respondents with higher household income may be affected by more modern views and thus are less 
likely to expect their children to take care of them.  
In Table 5, we report the regression results for high-income and low-income respondents who are 
classified by the median income at the county level. We find significant evidence in support of the 
important role of income in determining the impacts of POUM on the desired children number. 
Comparing column (1) with column (4), when the POUM increases, it has a stronger effect on the 
desire of children for respondents with higher household income than those with lower income. The 
difference in the effect size is significant at the 5% significance level. It thus indicates that the income 
effects are more dominating in increasing the desired number of children for respondents having 
advantageous socioeconomic backgrounds. More importantly, the difference is entirely driven by the 
difference in the desired number of sons. Changes in the POUM has a much smaller effect on son 
desire of respondents with lower household income: when the household income decreases, their 
                                                          
6
 In appendix, we also do the heterogeneity analysis by using parents’ education as the proxy variable for household income 
level. The estimated results are quite similar to Table 5.  
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decreased son demand due to consumption reasons is compensated by increased investment reasons. 
The response for daughter demand, on the other hand, does not have a significant difference between 
the two groups. 
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 Low  High  Difference 
         (7) (8) (9) 
 
VARIABLES 
(1) 
All 
(2) 
Son 
(3) 
Daughter 
 (4) 
All 
(5) 
Son 
(6) 
Daughter 
 b/t (1) and 
(4) 
b/t (2) and 
(5) 
b/t (3) and 
(6) 
            
POUM 0.015*** 0.006* 0.009***  0.029*** 0.016*** 0.014***  -0.014** -0.009** -0.005 
 (0.005) (0.003) (0.003)  (0.005) (0.003) (0.004)  [0.022] [0.026] [0.164] 
            
Observations 9,439 9,439 9,439  9,708 9,708 9,708     
R-squared 0.274 0.240 0.208  0.214 0.211 0.177     
Individual Controls Yes Yes Yes  Yes Yes Yes     
Household Controls Yes Yes Yes  Yes Yes Yes     
Subjective Attitude Yes Yes Yes  Yes Yes Yes     
County-Year Effect Yes Yes Yes  Yes Yes Yes     
Note: Standard errors reported in parentheses are clustered at the county-year level. We test for the equality of the coefficients equality using 
Bootstrapped samples and a permutation test, and the p-value is reported in square brackets. *** p<0.01, ** p<0.05, * p<0.1. 
 
Table 5: Impact of POUM on Desired Children Numbers by Income Level 
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By rural-urban residence   
We examine whether respondents with urban and rural hukou have different responses to increased 
POUM. As shown in Table 6, urban respondents are on average more elastic to a one-unit increase in 
the POUM than rural respondents (0.022 vs.0.013), especially for the number of desired sons.  There 
could be two possible explanations for such differences. First, the income level could be one 
important driving factor resulting in the difference between urban and rural respondents. As we know, 
it is costlier to raise children for urban respondents, and they thus would like to have more children 
only when their social class increases in the future.  
Second, the diverse ways to provide for the aged could be another factor to induce urban and rural 
respondents to have different responses to the POUM. Since urban respondents mainly use pension 
and social insurance to provide for the aged, they would like to have more children only when their 
social class increases in the future. Whereas it mainly depends on children to provide for the aged for 
rural respondents, and the desired children number thus might not have a significant correlation with 
their future social class.  
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 Rural  Urban  Difference 
         (7) (8) (9) 
 
VARIABLES 
(1) 
All 
(2) 
Son 
(3) 
Daughter 
 (4) 
All 
(5) 
Son 
(6) 
Daughter 
 b/t (1) and 
(4) 
b/t (2) and 
(5) 
b/t (3) and 
(6) 
            
POUM 0.013** 0.004 0.009**  0.022*** 0.012*** 0.010***  -0.009 -0.008** -0.001 
 (0.006) (0.004) (0.004)  (0.004) (0.003) (0.003)  [0.130] [0.034] [0.438] 
            
Observations 7,092 7,092 7,092  12,067 12,067 12,067     
R-squared 0.246 0.222 0.205  0.225 0.209 0.172     
Individual Controls Yes Yes Yes  Yes Yes Yes     
Household Controls Yes Yes Yes  Yes Yes Yes     
Subjective Attitude Yes Yes Yes  Yes Yes Yes     
County-Year Effect Yes Yes Yes  Yes Yes Yes     
Note: Standard errors reported in parentheses are clustered at the county-year level. We test for the equality of the coefficients equality using 
Bootstrapped samples and a permutation test, and the p-value is reported in square brackets. *** p<0.01, ** p<0.05, * p<0.1. 
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5. Conclusion and policy implications   
This paper examines the relationship between upward mobility and the demand for children using 
data from the CGSS survey. Our results suggest that upward mobility strongly encourages the demand 
for both daughters and sons. The main findings are consistent with the expectation theory in that a 
better aspiration for future social status generally raises the demand for durable consumption goods 
such as children. In our context, an individual tends to have a larger desire for childbearing if she 
expects a higher degree of social mobility in the next decade ceteris paribus. It indicates that upward 
mobility works through the income effect to increase the demand for children. We further examine the 
heterogeneity across the gender of children, current household income level, rural/urban residence, 
etc.  It is found that the impact of POUM on desired children is concentrated among urban residents 
and higher income groups, which provides evidence suggesting the existence of the investment 
concerns. However, we find that upward mobility does not produce significantly different effects on 
desired sons or daughters. 
A concern about whether China has entered the phase that higher income deters fertility desires has 
been systemically raised in the central government’s demography policy agenda, as a result of the 
preference shifting to child quality and increased importance of leisure time, as well as higher 
opportunity cost of raising children. Our results reveal that the relationship between income dynamic 
through lifetime and fertility desires needs to be examined with prudence since upward mobility 
would indeed encourage the demand for children. If upward mobility is higher, people would like to 
have more children in the post-2020 China. Along with slowing economic growth, the average POUM 
shows a decreasing trend from 2009 to 2015 (Figure 2). If the government policy is to further 
encourage childbearing of both married and would-be young couples in order to address the daunting 
challenge of severe aging, key leverage resides in the design of appropriate policy instruments 
facilitating upward mobility which is likely to boost individual’s motivation for the production of 
offspring.  
This paper has the following policy implications. Firstly and the most directly suggested by our 
results, improving upward mobility can have a meaningful effect on fertility. Thus, knowing more 
about the factors affecting the upward mobility would potentially be important to understand the full 
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scope of policy implications. The recent literature on upward mobility (Chetty, Hendren, Kline, & 
Saez, 2014) has pointed out that reducing income inequality and inequality in primary education 
strongly contributes to upward mobility. The current upward trend of income inequality in China  
(Kanbur, Wang, & Zhang, 2017; Xie & Zhou, 2014) is mainly due to regional inequality and 
urban/rural inequality. Policies aiming to help the development of central and western China would be 
effective in improving upward mobility. The Chinese government has rolled out a nationwide 
campaign of “rural revitalization” which expects to narrow the rural-urban gap and improve the lower 
income population’s prospects for climbing the socioeconomic ladder. In other words, this rural 
development policy can arguably influence the upward mobility of lower income households, which 
in turn has a positive impact on fertility.  
 The second policy implication is that improving the availability and equality of access to public 
services such as education, health care, and social security can also help boost upward mobility and 
fertility in turn. As many young couples are increasingly concerned about the costs (both time and 
financial cost) of raising children, how to design appropriate instruments to reduce cost and inequality 
in raising a child, especially in education and childcare is a daunting challenge for Chinese 
demographic policy.  As pointed in the modeling results, the channel through which upward mobility 
increases the demand for children is to increase the expected resources available for childbearing. 
Thus, reducing the cost of children would strength this channel and increase the effect of upward 
mobility on fertility. To provide high-quality public childcare service and education at a reasonable 
cost would be an effective way to boost fertility.  Meanwhile, the improvement of public support and 
care of the elderly can play a non-negligible role in raising fertility in the longer term. Our results 
show that relying on children to provide support for the elderly mitigate the effect of upward mobility 
on fertility desire. Providing social security, as well as medical care and living assistance for the 
elderly through public channels would thus reduce the reliance on their children and increase the 
effect of upward mobility on fertility. 
 
 
 
                         Note: Plotted using CGSS. 
 
Figure 2: The Changing POUM, 2010, 2012, 2013 and 2015 
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Our results also have implications for other emerging and transitioning countries. The expectation of 
higher or lower income in the future may have a strong impact on fertility in many transitional 
economies and other countries with rapid economic growth. Figure 3 plots the relationship between 
the average POUM and fertility rates for transitional countries. Average POUM is calculated using 
data from Life in Transition Survey Database (2010) and fertility rates are averaged over 2011-2014. 
As has been shown, this graph strongly suggests a positive correlation between POUM and fertility 
although further studies using individual-level data on other countries are required to consolidate the 
relationships. 
 
Note: The POUM is calculated using the Life in Transition Survey Database (2010). Fertility rates are 
retrieved from World Development Indicator Database. Fertility rates are the average over 2011-2014. 
Fertility=1.474+.630 POUM, R-square=0.527 
 
Figure 3: POUM and Fertility Rate in Transition Countries 
 Our study, in pointing out upward mobility as an important factor in fertility decision, suggests 
several potential directions for future studies. While using the POUM and fertility desire to represent 
upward mobility and the demand for children has many advantages, it would be very interesting to 
study the relationship between other measures of upward mobility and fertility. Moreover, 
investigating this relationship using data from other countries would also be very informative in 
understanding fertility decisions. 
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Appendix: 
 
 
 <High School  >High School  Difference 
         (7) (8) (9) 
 
VARIABLES 
(1) 
All 
(2) 
Son 
(3) 
Daughter 
 (4) 
All 
(5) 
Son 
(6) 
Daughter 
 b/t (1) and 
(4) 
b/t (2) and 
(5) 
b/t (3) and 
(6) 
            
POUM 0.016*** 0.006** 0.010***  0.028*** 0.016*** 0.012***  -0.012** -0.010** -0.002 
 (0.004) (0.003) (0.003)  (0.006) (0.004) (0.004)  [0.042] [0.026] [0.390] 
            
Observations 10,601 10,601 10,601  8,533 8,533 8,533     
R-squared 0.276 0.252 0.207  0.192 0.179 0.169     
Individual Controls Yes Yes Yes  Yes Yes Yes     
Household Controls Yes Yes Yes  Yes Yes Yes     
Subjective Attitude Yes Yes Yes  Yes Yes Yes     
County-Year Effect Yes Yes Yes  Yes Yes Yes     
Note: Standard errors reported in parentheses are adjusted for clustering at the county-year level. We test for the equality of the coefficients 
equality using Bootstrapped samples and a permutation test, and the p-value is reported in square brackets. *** p<0.01, ** p<0.05, * p<0.1. 
 
Table A1: Impact of POUM on Desired Children Numbers by Education 
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Highlights 
 he prospects of upward mobility encourage fertility desire. 
 The encouragement effect is s concentrated among affluent and/or urban households. 
 Policies boosting upward mobility may also increase fertility in China. 
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